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MCOs 
All TennCare enrollees are assigned to a Managed Care Organization 
(MCO) for their physical health care needs. Each of the eight MCOs 
are contracted to provide services to enrollees in a designated Grand 
Region of the state, with the exception of VHP which operates only 
in Davidson County and TennCare Select which operates statewide.  
TennCare Select serves as the state’s “back-up” health plan in order 
to accept enrollment from failed health plans or in areas that may 
be underserved as well as the plan that provides medical services to 

vulnerable and specialized populations as defi ned by the state.  Table 4 illustrates the distribution of TennCare enrollment 
by MCO and by grand division.  
 
The MCOs are responsible for providing a full range of health care services for each enrollee except that the following 
services are carved out and delivered by other entities: behavioral health, pharmacy, dental and long term care services.  
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BHOs
All enrollees are assigned to one of two Behavioral Health Organizations (BHOs) for their behavioral health needs.  
Generally, enrollees are assigned to a BHO based on their MCO assignment.  Tennessee Behavioral Health (TBH) is 
partnered with John Deere, TLC, PHP, TennCare Select in East Tennessee and BlueCare in East Tennessee and Knox 
County.  Premier Behavioral Systems of Tennessee, L.L.C. (Premier) is partnered with OmniCare, Be� er Health Plan, 
and VHP.  TennCare Select in Middle and West Tennessee is also partnered with Premier.  Children in state custody and 
enrollees living out-of-state are automatically assigned to Premier.  

Eff ective July 1, 2004, TBH executed two separate contracts and/or amendments with the state of Tennessee. 

 1. TBH East – a full risk contract serving all enrollees in the East Tennessee Grand Region. 
 2. TBH Middle and West – a partial risk agreement for the remainder of the state.  

Premier Behavioral Systems of Tennessee, L.L.C., has a no-risk contract serving enrollees in Middle and West Tennessee.  
A single management company, Advocare of Tennessee, provides management to both TBH and Premier.  

Table 5 provides the information concerning the distribution of enrollees across BHOs, by grand division of the state.

PBM 
First Health Services Corporation is the Pharmacy Benefi t Manager (PBM) for TennCare.  As TennCare’s PBM, First Health 
processes drug claims for TennCare enrollees, manages the preferred drug list and point of sale edits, and conducts the 
retrospective drug utilization (retro DUR) program for the Bureau of TennCare.   

DBM 
Doral Dental is the Dental Benefi ts Manager (DBM) for TennCare.  All dental claims are processed by Doral and all dental 
care is provided to enrollees through their provider network.

FY 2005 Network Concerns:

 • DBM - TennCare exercised its prerogative not to renew its contract with the dental benefi ts manager (DBM),  
                  Doral Dental of Tennessee, LLC at the end of SFY 04/05.  Although Doral Dental had performed well in   
                  managing dental benefi ts for TennCare enrollees over the three-year contract term, the State made the
                  determination that it would re-bid the DBM contract through the RFP process. At the completion of that RFP
                  process, Doral Dental was selected as the winning bidder. The new DBM agreement reduces state costs by $3
                  million compared to the original contract.

 • MCOs - One of the TennCare MCOs, OmniCare [now operating as United American Health Care (UAHC)], 
                  was placed under Administrative Supervision by Tennessee Department of Commerce & Insurance (TDCI) 
                  on April 5. 2005.  Both TennCare and TDCI continue to monitor the company’s performance.

23



All TennCare-covered services must be medically 
necessary.  As of July 1, 2004 TennCare covered 
services included the following:  
 
 • Community health services
 • Convalescent care
 • Dental services for enrollees under age 21 
     as medically necessary.  Enrollees age 21
     and over are eligible for dental benefi ts if they
     have a life-threatening infection, prosthetic
     heart valve, were severely immunocom-
     promised, had a tumor of the oral cavity, had
     impacted wisdom teeth or an accidental injury
     to the oral cavity or teeth.
 • Durable medical equipment
 • Emergency ambulance transportation - 
     air and ground
 • EPSDT services for enrollees under age 21 
 • Home health care
 • Home and Community-based Services (HCBS) 
     for the developmentally disabled, mentally
     retarded, and/or elderly*
 • Hospice care
 • Inpatient and outpatient substance abuse 
     benefi ts
 • Inpatient hospital services
 • Lab and X-ray services
 • Medical supplies
 • Non-emergency ambulance transportation
 • Non-emergency transportation
 • Nursing facility services (including Level I,
     Level II and ICF-MR facilities)
 • Occupational therapy
 • Organ transplants and donor organ 
     procurements
 • Outpatient hospital services
 • Outpatient mental health services (including  
         physician services)

• Outpatient substance abuse treatment programs
• Pharmacy services
• Physical therapy services
• Physician inpatient services
• Physician outpatient services/community health
    clinics/other clinic services
• Private duty nursing
• Psychiatric inpatient services
• Psychiatric physician inpatient services
• Psychiatric rehabilitation services
• Reconstructive breast surgery
• Renal dialysis services
• Si� er services
• Speech therapy
• 24-hour psychiatric residential treatment services
• Vision services for enrollees under age 21 as
    medically necessary

*  HCBS and Nursing Facility services are provided 
    outside the managed care se� ing.

TennCare Services
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Selected TennCare Service Expenditures by 

Major Program Category



• TennCare utilizes a preferred drug list to manage the pharmacy 
    benefi t.  Some drugs require prior approval.
• During FY 2005, 52 percent of TennCare-reimbursed prescriptions   
    were generic and 48 percent were brand.
• Brand name drugs accounted for 84 percent of pharmacy 
    expenditures, with an average cost per prescription of nearly $100 for
    a brand name prescription, compared to approximately $17 for a
    generic prescription.   
• TennCare enrollees who utilized pharmacy services averaged 35.91
    prescriptions per year in FY 04-05.    

Pharmacy Services – Services Delivered Through the PBM

• TennCare utilizes a preferred drug list to manage the pharmacy 
    benefi t.  Some drugs require prior approval.
• During FY 2005, 52 percent of TennCare-reimbursed prescriptions   
    were generic and 48 percent were brand.
• Brand name drugs accounted for 84 percent of pharmacy 
    expenditures, with an average cost per prescription of nearly $100 for
    a brand name prescription, compared to approximately $17 for a

Table 10 - Top 5 Drugs By Number of Claims

Table 9

Table 11 

Top 5 
Drugs By 

Cost
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Medical Services - 
Services Delivered Through MCOs

• Inpatient hospitalization rate was 132 per 
   1000 enrollees
• Average inpatient length of stay was 4.5 days
• Emergency room utilization was 750 per 1000
    enrollees
• 80 percent of all TennCare enrollees visited a
   physician a least once during the year

Table 13 - Top 5 Diagnoses by Cost 
  

Inpatient Hospital
1. Diabetes Mellitus  
2. Disorders of fl uid, electrolyte, and acid-base balance 
3. Nondependent Drug Abuse 
4. Septicemia 
5. Short Gestation/Low Birth Weight 

 = 30.2 percent of all Inpatient Expenditures

Outpatient Hospital
1. Nondependent Drug Abuse 
2. Diabetes Mellitus 
3. Essential Hypertension 
4. Other and unspecifi ed disorders of joint
5. Other and unspecifi ed disorders of back 

 = 18.2 percent of all Outpatient Expenditures 

Physician
1. General Symptoms 
2. Diabetes Mellitus 
3. Health Supervision of infant or child 
4. Symptoms involving respiratory system and other chest symptoms
5. Normal Delivery 

              = 14.7 percent of all Physician Expenditures

Table 12 - MCO Medical Expenditure by Category of Service*
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Long Term Care Services
Long term care services are “carved-out” from the 
remainder of the TennCare managed care program 
and are managed and reimbursed directly by the 
    State.
         • 32,000 Pre-Admission Evaluations are
             processed each year

         • 48 nursing homes in the state are  
             certifi ed as Level 1 (Intermediate 
             Care only); 12 are certifi ed as Level 2  
              (Skilled Nursing Care) only

         • 245 nursing homes are dually  
             certifi ed as both Level 1 and Level 2

         • 17 nursing homes are certifi ed as
             ICF/MR (Intermediate Care Facility
                          for the Mentally Retarded)

Home and community based services 
(HCBS) are available in limited 
quantities for those people who are 
developmentally delayed, mentally 
retarded and/or elderly who would 
qualify for ICF admission, but wish 
to remain in their homes and receive 
services that are less costly than 
admission to a long term care center.  
HCBS plans are operated through 
waivers with CMS.  

Table 14
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Mental Health Services
Services Delivered through BHOs

• 68 percent of enrollees receiving mental health  
    care are either adults designated as SPMI 
    (Seriously and Persistently Mentally Ill) or
    children designated as SED (Seriously
    Emotionally Disturbed)

• Approximately 10 percent of the entire TennCare
   population are SPMI/SED enrollees

   • 78 percent of dollars spent on mental health care
         are for SPMI/SED enrollees

Top 5 Mental Health Diagnoses by Cost

Inpatient
 1. Aff ective Psychosis 
 2. Schizophrenic Disorders 
 3. Depressive Disorders
 4. Drug Dependence
 5. Disturbance of Conduct 
     = 83.6 percent of all Inpatient Expenditures

Outpatient 
 1. Aff ective Psychosis
 2. Schizophrenic Disorders 
 3. Disturbance of Conduct 
 4. Drug Dependence
 5. Sexual Disorders 
     = 71.2 percent of all Outpatient Expenditures 

Physician
 1. Aff ective Psychosis 
 2. Schizophrenic Disorders
 3. Hyperkinetic Syndrome 
 4. Adjustment Reaction 
 5. Neurotic Disorders
     = 77.8 percent of all Physician Expenditures

Table 15

Table 17

Dental Services
• During FY 2005, medically necessary services were covered for enrollees under age 21.  
   Enrollees age 21 and over were eligible for dental benefi ts if they had a life threatening infection, 
   prosthetic heart valve, were severely immunocompromised, had a tumor of the oral cavity, had 
   impacted wisdom teeth or an accidental injury to the oral cavity or teeth.
• 99 percent of dental services provided were for children under age 21.
• 51 percent of TennCare-eligible children received a dental service in FFY 2004. 

Services Delivered Through the DBM
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Table 18 continued
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Table 18 continued
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